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Woodward’s Limited 


NOTICE OF ANNUAL,/GENERAL MEETING 


To the Holders of Class A shares, 
Class B shares and Class C shares 
of Woodward’s Limited: 


NOTICE IS HEREBY GIVEN that the Annual General Meeting of Woodward’s Limited will 
be held in the Oakridge Auditorium, Oakridge Shopping Centre, Forty First Avenue and Cambie 
Street, Vancouver, British Columbia on Tuesday, the 2nd day of June, 1987 at the hour of 11:00 o’clock 
in the forenoon for the following purposes: 


ie 


3 


To receive the report of the Directors, the consolidated financial statements for the fiscal 
year ended January 31, 1987 and the Auditor’s Report thereon; 


To change the number of Directors to 15; 
To elect Directors for the ensuing year; 


To appoint an Auditor for the ensuing year, and to authorize the Directors to fix the 
remuneration to be paid to the Auditor; 


To transact such other business as may properly come before the Meeting. 


The report of the Directors, the consolidated financial statements and the Auditor’s Report 
which will be presented at the Meeting are in the 1986 Annual Report accompanying this Notice. 


Members who are unable to attend the Meeting are requested to complete, sign and return the 
enclosed form of proxy in the envelope provided. 


By order of the Board of Directors 


M. GANDOSSI, Secretary 


DATED at Vancouver, British Columbia, the 15th day of April, 1987. 


ELECTION OF DIRECTORS 


The number of Directors is currently fixed at 14. If the number of Directors is changed as proposed by management, the number of 
Directors to be elected at the meeting will be 15. 


The term of office of each present Director of the Company will expire at the Meeting. Each of the persons whose name appears hereunder 
is proposed by the management to be nominated for election as a Director of the Company to serve until the next Annual General Meeting or 


until he sooner ceases to hold office. 


Name and Country Position or Office Principal Date Voting Shares Owned” 
of Residence with the Company Occupation became Director Class A Class B-Class C 
Charles Namby Wynn Woodward}+ Chairman of the Board Chairman of the Board May 21, 1953 123,687 80,000 1,015,136 
Canada and Chief Executive and Chief Executive 
Officer Officer of the Company 
Associate — Elmswood Limited 166,579 911,576 1,596,000 
Joseph Lorne Braithwaite President and December 6, 1985 0 
Canada Chief Executive Officer, 
Cambridge Shopping Centres 
Limited (Real Estate 
Developers) 
William George Brown Senior Vice President, Senior Vice President, July 25, 1974 526 
Canada Distribution Distribution of the 
Company 
Charles Reginald Clarridge** Retired October 6, 1955 1,543 10,400 
Canada 
William Douglas Haig Gardiner? + President, W.D.H.G. May 20, 1975 12,268 
Canada Financial Associates Ltd. 
(Financial Consultants) 
James Norman Hyland* + Corporate Director October 27, 1972 10,487 
Canada 
Philip Charles McComb Senior Vice President, Senior Vice President, June 10, 1980 478 20,000 
Canada Alberta Operations Alberta Operations 
of the Company 
Gregory John Duncan McKinstry Treasurer and Treasurer and 524 
Canada Assistant Secretary Assistant Secretary 
of the Company 
Frances Ruth Olson Director, Community August 29, 1986 1,015 
Canada Relations, Stuart 
Olson Construction Ltd. 
(Construction) 
Frank Allan Robertsont President and President and July 27, 1972 CIE SUS 
Canada Chief Operating Chief Operating 
Officer Officer of the Company 
Margaret Elizabeth Southern Manager, April 5, 1979 1,249 
Canada Spruce Meadows 
(An Equestrian Centre) 
John Martin Tennant?* Partner, Lawson, Lundell, May 27, 1981 1,063 
Canada Lawson & McIntosh 
Barristers & Solicitors 
Robert Arthur Whitet* Barrister & Solicitor January 23, 1964 94,344 
Canada 
Christopher Charles Woodward Senior Vice President, Senior Vice President, 0 
Canada Merchandising Merchandising,of the 
Company 
William John Douglas Woodwardt Executive Vice Executive Vice President, December 6, 1985 336 


Canada 


President 


of the Company 


(1) Refers to voting shares of the Company beneficially owned directly or indirectly or over which control or direction is exercised as of March 15, 1987, the 
numbers of such shares, not being within the knowledge of the Company, having been supplied by the individual Directors. 


+ Member of Executive Committee 


* Member of Audit Committee 


** Alternate Member of Audit Committee 
+ Member of Compensation Committee 


Mrs. E.R. Olson has been employed in her present capacity for the past five years. In April, 1982, Mr. C.C. Woodward and Mr. 
G.J.D. McKinstry were Divisional Merchandise Manager and Company Accounts Manager respectively of the Company and since that 
time they have been employed in various senior management and executive positions by the Company. 

The Advance Notice of Meeting inviting nominations for Director as required by Section 135 of the Company Act of British 
Columbia was printed in the Vancouver Sun newspaper issue of March 11, 1987 and in the Province newspaper issue of March 12, 1987 
published in Vancouver and was delivered on March 12, 1987 to the Superintendent of Brokers, Vancouver, British Columbia, and the 
Vancouver Stock Exchange. 


VOTING SHARES AND PRINCIPAL HOLDERS THEREOF 


There are 12,969,316 Class A shares without par value, 1,116,088 Class B shares without par value and 2,684,184 Class C shares 
without par value of the Company outstanding as fully paid and non-assessable shares. 


At the Meeting, registered holders of outstanding Class A shares, Class B shares and Class C shares at the close of business on April 
15, 1987, which is the record date for the Annual General Meeting, will on a poll be entitled to one vote for each such'share held on that 
date, provided they are present in person or by proxy. With respect to the total outstanding Class A shares, Class B shares and Class C 
shares which may be voted at the Annual General Meeting the following table includes the persons who, to the knowledge of the 
Directors and senior officers of the Company, beneficially own directly or indirectly more than 10% of such shares and the Directors and 
senior officers whose holdings of such shares are substantial: 


Name No. of Shares % 
Elmswood Limited” 2,674,155 15.9 
Charles Namby Wynn Woodward 1,218,823 fee! 


(1) Elmswood Limited is an associate of Charles Namby Wynn Woodward. 


REMUNERATION OF MANAGEMENT AND OTHERS 


(a) For the fiscal year ended January 31, 1987, the aggregate direct cash remuneration paid or payable by the Company and its 
subsidiaries whose financial statements are consolidated with those of the Company to the Directors and executive officers of the 
Company was $95,650 and $1,893,461, respectively. The executive officers are provided other benefits for which the total incremental 
cost to the Company did not exceed the lesser of $10,000 times the number of executive officers or 10% of the aggregate direct cash 
remuneration paid or payable to them. The Company now has 17 executive officers. 


(b) The Company has a management pension plan in which executive officers of the Company as well as other eligible managers 
participate on a non-contributory basis. The plan yields a benefit from normal retirement age (age 60 or a later date approved by the 
Company) equal to 1% of final average earnings multiplied by credited years of service, less old age security and Canada Pension Plan 
benefits. If the participant dies, an eligible surviving spouse is entitled to a one-half benefit continuing for life. 


(c) The Company has entered into agreements with some of its executive officers providing for payment of retirement allowances. If 
the executive officer retires at his normal retirement date (age 60 or a later date approved by the Company) the monthly amount payable 
is the greater of (i) 50% of his monthly salary immediately prior to retirement or (ii) 2% of such monthly salary for each year of service 
with the Company to a maximum of 35 years, less, in either case, substantially all of his monthly pension payable under the Company’s 
management pension plan attributable to the Company’s contributions. If the executive officer retires with the Company’s consent prior 
to his normal retirement date, the amount of the allowance is reduced by applying a formula based on the number of months still to run to 
his normal retirement date, unless the Company waives such reduction. 


(d) The Company has a stock option plan for the benefit of key employees who have the principal responsibility for the successful 
administration and management of the Company. In 1984 the Directors set aside 1,487,693 unissued Class A shares for the granting of 
options under the stock option plan and authorized the Compensation Committee of the Board of Directors to select the participants and 
to determine the term of each option, not in any case exceeding ten years, and the number of Class A shares to be optioned. Each option 
granted under the stock option plan is required to be exercisable at the market price on the day the option is granted or, if specified in the 
option, at a discount from that market price not exceeding applicable discounts permitted by stock exchange regulations. The plan was 
accepted by the Vancouver, Toronto, Montreal and Alberta Stock Exchanges on which the Class A shares of the Company are listed. 


At January 25, 1986, the beginning of the Company’s last completed financial year, there were outstanding options granted under 
the stock option plan to executive officers of the Company (including those who were also Directors) as a group for a total of 226,000 
Class A shares exercisable until February 20, 1989, subject to earlier termination in the event of death of the optionee or cessation of his 
employment at a price of $4.01 per share. 


Woodward’s Limited 


INFORMATION CIRCULAR 


DATED AS OF APRIL 15, 1987 


SOLICITATION OF PROXIES 


The information contained in this circular is furnished in connection with the solicitation of proxies by the management of 
Woodward’s Limited (hereinafter called the ‘‘Company’’) for use at the Annual General Meeting of the Company (*‘the Meeting’’) to be 
held in the Oakridge Auditorium, Oakridge Shopping Centre, Forty First Avenue and Cambie Street, Vancouver, British Columbia on 
June 2, 1987 at 11:00 o’clock.in the forenoon for the purposes set forth in the notice of the Meeting. 


The solicitation will be primarily by mail. Proxies may be solicited personally or by telephone by regular employees of the 
Company. The cost of the solicitation will be borne by the Company. 


VOTING OF PROXIES 


The form of proxy accompanying this Information Circular confers discretionary authority upon the proxy nominee with respect to 
amendments or variations to the matters identified in the notice of the Meeting and other matters which may properly come before the 
Meeting. As at the date of this Information Circular, management is not aware of any such amendments or variations, or of other matters 
to be presented for action at the Meeting. 


If the instructions in the proxy are certain, the shares represented by a proxy will be voted on any poll and where a choice with 
respect to any matter to be acted upon is specified, the shares will be voted on the poll in accordance with the specification so made. Ifa 
choice is not so specified with respect to any such matter, the shares represented by a proxy given to management are intended to 
be voted in favour of the resolutions referred to in the form of proxy accompanying this Information Circular and for the 
nominees of management for Directors and Auditor. A member has the right to appoint a person (who need not be a member) to 
attend and act for him on his behalf at the Meeting other than the persons designated in the form of proxy and may exercise such 
right by inserting the name of the desired person in the blank space provided in the form of proxy and striking out the names now 
designated. 


Completed forms of proxy to be used and voted at the Meeting must be delivered to the Company at its registered office, 101 West 
Hastings Street, Vancouver, British Columbia, not later than 5:00 P.M. on June 1, 1987, failing which, they shall not be treated as being 
valid or effective. 


REVOCABILITY OF PROXIES 
A member who has given a proxy has the power to revoke it at any time before it is exercised. 


In addition to revocation in any other manner permitted by law, a member giving a proxy has the power to revoke it by an instrument 
in writing executed by the member or by his attorney authorized in writing, or, where the member is a corporation, by a duly authorized 
officer or attorney of the corporation, delivered either to the registered office of the Company at any time up to and including the last 
business day preceding the day of the Meeting or any adjournment thereof at which the proxy is to be used or to the Chairman of the 
Meeting on the day of the Meeting, or any adjournment thereof. 


CHANGE OF NUMBER OF DIRECTORS 


The Articles of the Company provide that the number of Directors may be changed from time to time by ordinary resolution. At the 
1986 annual general meeting, 14 Directors were elected. Mr. M. Gandossi, who retires this year as Executive Vice President, Finance 
and Secretary of the Company, has decided not to stand for re-election. Miss Rose Bancroft, who is also retiring from the Company, has 
decided not to stand for re-election. However it is proposed by management to nominate three Directors in addition to the 12 Directors 
who will be standing for re-election. An ordinary resolution will therefore be proposed changing the number of Directors to 15. 


Effective March 20, 1986 options were granted under the stock option plan for a total of 791,500 Class A shares to a number of key 
employees including executive officers who were Directors and other executive officers. The options granted to all executive officers as 
a group were for a total of 313,000 Class A shares. The option price for these options will be either $6.75 (being the market price 
determined in accordance with the stock option plan as at March 20, 1986) or $6.075 (being the market price less 10%) as each optionee 
may at the time of each exercise of his option determine in respect of the optioned shares then being taken up and paid for. The price range 
of the Class A shares on The Toronto Stock Exchange in the thirty day period preceding March 20, 1986 was $7.25 to $6.50. Each option 
was granted for a consideration of $1.00 and will expire on March 20, 1991, subject to earlier termination in the event of death of the 
optionee or cessation of his employment. 


From January 25, 1986 to April 15, 1987 executive officers of the Company as a group exercised options under the stock option plan 
for a total of 69,000 Class A shares: 


Options Price Range of Shares on 
Exercised The Toronto Stock Exchange 
Number Price High Low 
February - April, 1986 67,000 $4.01 $8.75 $6.50 
May - July, 1986 2,000 $4.01 $8.25 $6.50 
August - October, 1986 a — $6.83 $5.25 
November - January, 1987 — — $6.50 $5.25 
February | - April 15, 1987 —— — $6.50 $5.375 


At January 31, 1987 there were outstanding options granted under the stock option plan to executive officers as a group for a total of 
152,000 Class A shares being exercisable at a price of $4.01 per share and for 321,000 Class A shares being exercisable at either $6.75 or 
$6.075 per share. The aggregate net value (market value less exercise price at the date of exercise) was a total of $253,885 for the shares 
in respect of which options granted under the stock option plan were exercised by executive officers during the Company’s fiscal year 
ended January 31, 1987. 


(e) The Company has entered into agreements with certain executive officers which provide that if any person or group of persons 
(other than Mr. C.N. Woodward) owns or controls securities of the Company carrying 30% or more of the voting rights attached to all 
voting securities of the Company, the executive officer may resign within 12 months, in which event the Company shall immediately pay 
the executive officer an amount equal to the aggregate remuneration he would have received as his basic salary during the longer of the 
balance of the term of his employment or a specified period from his resignation. The agreements have employment terms ranging 
between one and six years and the specified periods range between one and three years. 


(f) Directors are paid an annual retainer of $5,000 each. Each Director who is not also an executive officer is paid a fee of $300 for each 
meeting of Directors or meeting of a committee of Directors attended plus an additional fee of $100 for each meeting of a committee of 
Directors at which he acts as chairman. 


APPOINTMENT OF AUDITOR 


The Management of the Company will propose the appointment of Deloitte, Haskins & Sells as Auditor of the Company to hold 
office until the next annual general meeting of the Company. 


Digitized by the Internet Archive ~ 
in 2023 with funding from 
University of Alberta Library 


https://archive.org/details/Wood0/73_ 1987 


Woodward’s is first 
and foremost a family- 
oriented department 
store. While we carry 
a broad assortment of 
merchandise, our goal 
is to become the store 
to check first for the 
latest fashions in 
family apparel and 
home products. We 
recognize that mom 
does most of the shop- 
ping, and we have 
made it our business to 
know what she wants — 
and what she is willing 


to pay for it. 
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Woodward’s fashion 


story for women is 
primarily directed 
toward classics, up- 
dates and traditional- 
moderates. We have 
a very strong, well 
established relation- 
ship with quality- 
minded classics. Our 
relationship with 
younger fashion- 
conscious updates is 
still in its formative 
stages and promises 
the greatest potential 


for growth. 


Woodward’s focus on 
fashion extends right 
into the home. Our 
selections of house- 
wares, domestics, 
furniture, floor cover- 
ings and home acces- 
sories work together 
and compliment each 
other. Related mer- 
chandise is grouped to 
make powerful, co- 
ordinated statements 
and to develop themes 
that stimulate cus- 


tomer interest. 


presentation of 
domestics, 
housewares, china, 
furniture, floor 
coverings and home 
accessories. We are 
introducing new 
colours, fabrics, 
materials and design 
in advance of the 
market, and we are 
beginning to develop 
an expertise for 
interpreting the 
subtleties of 
contemporary design. 
Our home departments 
keep in close step with 
our fashion apparel 
areas to ensure our 
clothing customers 
identify with the ideas 
being marketed and 
merchandised for the 


home. m While 


commodities are no 


longer a major thrust 
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point-of-sale and 
inventory management 
systems will allow us 
to track each product 
from the time we pur- 
chase it to the time and 
place where it is sold. 


Our research tells us 


who bought it and why. 
w Another key element 
in our strategy is 
customer service. We 
have always placed a 
high priority on 
customer service, and 
our research has 
shown that we still 
have the best overall 
service in the 
department store 
industry in Western 
Canada. However, our 
standards have 


declined in recent 


Woodward’s has 


targeted four groups 
of male shoppers: 
classics, updates, 
conformists and 
casualists. Classics 
look for quality, com- 
fort and understated 
good looks. Younger 
active updates seek to 
express themselves 
through the products 
they buy, while con- 
formists follow the 
fashion leaders. 
Casualists are inter- 
ested in replacement 


of functional wear. 
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REPORT TO THE SHAREHOLDERS 


The year ended January 31, 1987 was difficult 
for Woodward’s Limited. The department store 
sales in the first half of the year were curtailed 
by renovations to three of the Company’s major 
volume stores, the continued downsizing of the 
Company’s hardgoods divisions, the prolonged 
strike in British Columbia’s forest industry and 
by the unanticipated success of Expo ’86 in 
capturing consumer discretionary income. The 
second half results reflected a mediocre Fall 
season and the plunge of Alberta into another 
full-fledged recession. The impact of these 
events was intensified by substantial increases 
in personal income taxes and by extremely 
competitive market conditions. The food 
divisions continued to experience severe 
competition from additional superstores in our 
trade areas which eliminated sales growth 
opportunities. 

Throughout these destabilizing conditions 
the Company continued with the implemen- 
tation of its new retail strategies and received 
very favourable sales increases in most of the 
fashion apparel and home fashion divisions it 
had identified for growth. 

Fine tuning of the new merchandise mix 
created an increase in markdowns for the 
current year. However, this is seen as a 
temporary situation which will not be repeated. 

All controllable costs were continually 
scrutinized for savings during the year and, as a 
result, these costs were contained. However 


cost increases In such areas as property taxes, 


utilities and government-sponsored employee 
benefits such as Canada Pension Plan and 
Unemployment Insurance had a negative 
impact on the year-end results. The full impact 
from the divestiture of the real estate assets in 
1985 was evident in the statement of earnings 
for fiscal 1987. The loss of rental income and 
increased interest expense can be attributed to 
the elimination of the real estate assets in 1985. 
In March, 1986 the federal government 
eliminated the inventory tax allowance. This 
increased the Company’s loss after tax by 
approximately $2,500,000 or $.15 per share. 

In summary, while the results this year are 
disappointing considering the effort that has 
been extended by staff and management, there 
are positive areas to consider. The inventories 
are within budget. The consumer is recognizing 
Woodward’s as a store to buy family apparel 
and selected home products at popular through 
upper middle price points. The Company now 
is well positioned to deal with the challenges of 
weak economies and capitalize on the selective 
growth opportunities which exist. 


Financial 


Total operating revenue for the year was 
$1,135,801,000 compared to $1,112,972,000 for 
the previous year; an increase of 2.1%. 

Merchandising operations sustained a loss of 
$6,733,000 compared to earnings last year of 
$2,487,000. Before extraordinary items and 
including earnings from discontinued opera- 
tions, earnings of $5,272,000 were sustained 
last year; on a per share basis, the loss is $.40 
this year compared to earnings of $.32 last 
year. After the inclusion of extraordinary items, 
the net loss amounted to $7,741,000 or $.46 per 
share; this compares to earnings of $9,290,000 
or $.56 per share last year. 


The ratio of current assets to current 
liabilities was 1.89 to 1 compared to 2.55 to 1 
for last year. Capital expenditures for fixtures, 
equipment and leasehold improvements were 
$15,401,000 compared to last year’s total of 
$14,758,000. 

In the light of the financial results which 
have been announced, a decision on the 
declaration of the first-half dividend has been 
deferred until the June meeting of the Board of 
Directors. 


Activities in Brief 


The one activity that occurred in 1986 which 
will have the most far-reaching impact upon the 
Company was the agreement to sell the majority 
of Woodward’s Food Floors to Canada Safeway. 
This was approved at a meeting of the Board of 
Directors held on December 15, 1986. It is 
anticipated that the sale will be consummated 
during May, 1987. This transaction will provide 
the Company with $50 to $55 million in cash 
which will be applied to reduce short-term 
indebtedness. This will result in a significant 
improvement in the Company’s balance sheet. 
Reduction of interest expense will be evident 
on the statement of earnings commencing with 
the second quarter results for fiscal 1988. 

A new and exciting store was opened in 
September, 1986, at the Metrotown Centre, 
Burnaby, British Columbia. The merchandise 
presentation and physical layout of this 
location represents a further enhancement of 
our change in retail strategy. The store has 
surpassed our expectations both in sales and 
gross margin performance. 

The renovation and remodelling program 
continued during the year. The department 
stores at the Park Royal Shopping Centre in 
West Vancouver, the Mayfair Shopping Centre 
in Victoria and the Guildford Town Centre in 
Surrey/ now reflect the new look of 
Woodward’s. 


Organizational changes were made during 
the year to reflect the need for a streamlined 
management structure and to address priority 
concerns. Changes in the merchandise division 
eliminated one layer of management, providing 
for quicker, more immediate communication of 


strategy and direction. 


Outlook 


Woodward’s will continue with its aggressive 
change in retailing strategy. The annualized 
results from the renovated stores and the results 
from our new stores, that use the same con- 
figuration, indicate that the strategy is sound. 
The major renovation program that began in 
loss4will be completed in 1987 with the reno- 
vating of the Woodward’s department store at 
Market Mall in Calgary, Alberta. Thereafter, 
the smaller outlying stores, many of which are 
relatively new, will be realigned without large 
capital expenditures. 

Woodward’s will not be looking for improved 
economic conditions to continue its growth. 
Although moderate growth is projected for the 
British Columbia economy in 1987 and there is 
an expectation that oil prices will firm up at 
approximately $18.00 U.S. per barrel, it is 
unlikely that consumer spending will increase 
during the year. Consumers have run down 
their savings to very low levels during 1986; 
there is little likelihood of increases in real 
disposable income through better wage 


settlements, and recently imposed increases 


in federal sales taxes will further reduce 
spending power. 

The British Columbia government recently 
reduced its provincial sales tax from 7% to 6%; 
at the same time personal income tax rates were 
increased which will negate any growth in retail 
spending. 

The continued growth for the Company will 
come from more accurate assortment planning, 
improved service in the stores, the improved 
capture of vital product movement information 
at the point of sale and from a concentrated 
effort to understand the particular needs of the 
consumers in each of the Company’s trade 
areas. 

The upcoming year should witness the 
completion of a five-year plan that was de- 
signed to reposition Woodward’s in the market 
place. The systems, planning structures, and 
disciplines will be in place to ensure that the 
Company enters a new era of profitable growth. 

With the changes that are in place, we are 
confident that the worst is over and that 1987 
will be a return to profitability. The strategy is 
correct, the people are in place and the results 
will be evident. 


Directors 


Mr. ‘T.R. Farrell did not stand for re-election 
to the Board of Directors in 1986. Mr. Farrell, 
President of the Company at the time of his 
retirement in 1975, served the organization in 
various capacities for over 58 years. His valued 
counsel and experience will be missed by the 
Company. as 

Mrs. FR. Olson was appointed to the Board 
this past year. Mrs. Olson, a resident of 
Edmonton, Alberta, is Chairman of the 
University Hospital’s Foundation and Director 
of Community Relations, Stuart Olson 
Construction Ltd. We welcome her input to the 


Board. 


Executive Changes 


Mr. M.P. McBride retired this past year as Vice 
President, Food Operation,after 38 years of 


service. He has been a valued member of our 
staff and we wish him health and happiness in 
his retirement. 

The following senior management 
appointments were made during the year: 

Mr. G.J. Clark, Vice President, Food 

Operations 

Mrs. B.A. Fisher, Vice President, 

Information Services 

Effective February 1, 1987, the following 
appointments were made: 
Mr. W.J.D. Woodward, Executive Vice 
President 
Mr. C.C. Woodward, Senior Vice President, 
Merchandising 
Mr. R.M. Freeman, Vice President, Stores 
Mr. J.D. Gilbert, Vice President, Fashions 
Mr. D.L. Zuccato, Vice President, Home 
Fashions and Hardgoods 


Acknowledgements 


A true test of an organization is how its staff 
and management work together in adverse 
situations. At Woodward’s we are proud of the 
commitment of the staff and management to the 
new direction of the Company. We appreciate 
the ongoing interest and confidence of our 
shareholders and customers. 


DOr (LreocLroae BG 


Chairman of the Board and Chief Executive Officer 


A ex 


President and Chief Operating Officer 


April 15, 1987 


FINANCIAL HIGHLIGHTS 
WOODWARD’S LIMITED AND SUBSIDIARY COMPANIES 


Fiscal Years Ended January 31, January 25, 
(Thousands of Dollars Except Per Share Data) 1987 1986 
For the Year: 
Operating revenue $1,135,801 bl, 112,972 
(Loss) earnings before extraordinary items $ (6,733) $ Dee 
Basic (loss) earnings per share before extraordinary items $ (.40) 1 eye 
Net (loss) earnings Poe 7, CAN) $ 9,290 
Basic net (loss) earnings per share $ (.46) sD 16) 
Dividends per share en goo $ .40 
At Year End: 
Working capital $ 135,083 $ 178.505 
Shareholders’ equity $ 141,224 $ 148,436 
Equity per share $ 8.42 $ 8.92 


CONSOLIDATED STATEMENT OF EARNINGS 
WOODWARD’S LIMITED AND SUBSIDIARY COMPANIES 


Fiscal Year Ended January 31, January 25, 
(Thousands of Dollars) 1987 1986 
(NOTE 1(i)) 
OPERATING REVENUE: 
Sales including service charges $ 1,126,206 $ 1,106,547 
Gains on sale of marketable securities D5 Bw — 
Other income 9,863 6,425 
Total operating revenue 1,135,801 LE 2ZEON 
COSTS AND EXPENSES: 
Cost of merchandise sold and all other expenses except those listed hereunder 874,494 845,102 
Selling, general and administrative 243,304 241,540 
Profit sharing and retirement funds 2 OK 2,457 
Depreciation and amortization lisyeiils! 13,612 
Net interest expense (NOTE 7) 18,936 11,474 
Total costs and expenses 1,155,002 1,114,185 
OPERATING (LOSS) FROM MERCHANDISING OPERATIONS (19,201) (1,213) 
RECOVERY OF INCOME TAXES (NOTE 8): 
Current 1,608 Palit 
Deferred 10,860 3,489 
12,468 3,700 
(LOSS) EARNINGS FROM MERCHANDISING OPERATIONS BEFORE EXTRAORDINARY ITEMS (6,733) 2,487 
EARNINGS FROM DISCONTINUED OPERATIONS BEFORE EXTRAORDINARY ITEMS (NOTE 9) = Ak S5) 
TOTAL (LOSS) EARNINGS BEFORE EXTRAORDINARY ITEMS (6, 733) 522 
EXTRAORDINARY ITEMS (NOTE 10) (1,008) 4,018 
NET (LOSS) EARNINGS $ (7,741) $ 9,290 
(Dollars) 
BASIC NET (LOSS) EARNINGS PER SHARE (NOTE 11): 
(Loss) earnings from merchandising operations before extraordinary items $ (.40) $ 15 
Earnings from discontinued operations before extraordinary items — pal 
(.40) oe 
Extraordinary items (.06) .24 
Net (loss) earnings $ (.46) $ .06 
CONSOLIDATED STATEMENT OF RETAINED EARNINGS 
WOODWARD’S LIMITED AND SUBSIDIARY COMPANIES 
Fiscal Year Ended January 31, January 25, 
(Thousands of Dollars) 1987 1986 
(NOTE 1(i)) 
RETAINED EARNINGS, BEGINNING OF YEAR Pes 2OuZ $ 164,036 
Net (loss) earnings (7,741) 9,290 
124,931 173,326 
DEDUCT: 
Dividends: 
Class A shares 4,298 4,560 
Class B shares 391 508 
Class C shares 939 1,074 
5,628 6,142 
Premium on redemption of Class G shares — 34,512 
9,628 40,654 
RETAINED EARNINGS, END OF YEAR $ ©=©119,303 $ 132,672 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


WOODWARD’S LIMITED AND SUBSIDIARY COMPANIES 


Fiscal Year Ended January 31, January 25, 
(Thousands of Dollars) 1987 1986 
(NOTE 1(i)) 
OPERATING ACTIVITIES: 
(Loss) earnings from merchandising operations before extraordinary items $ (6,733) 2,487 
Add (deduct) items not involving a flow of funds: 
Depreciation and amortization P5e3iN 13,612 
Deferred income taxes (10,860) (3,489) 
Other (2,446) (63) 
Total funds (used in) provided by merchandising operations (4,728) 12,547 
Net decrease (increase) in operating working capital items* 3,892 (17,749) 
Total funds (used in) operating activities (836) (5,202) 
FINANCING ACTIVITIES: 
Proceeds from long-term debt 6,762 25,000 
Capital lease obligations — 8,745 
Issue of shares 544, sido) 
Repayment of long-term debt and capital lease obligations (1,796) (5,912) 
Repayment of notes payable to-a corporate joint venture of Woodward Realty Limited — (3,858) 
Redemption of Class G shares — (75,586) 
Other (667) (256) 
Total funds provided by (used in) financing activities 4,843 (48,492) 
INVESTING ACTIVITIES: 
Additions to fixtures, equipment and leasehold improvements (15,401) (14,758) 
Fixtures and equipment under capital leases — (8,745) 
Disposals of property, fixtures and equipment 80 3,183 
Investment in Woodward Realty Limited — (9,856) 
Disposal of investment in Woodward Realty Limited — 75,586 
Other (842) 4,118 
Total funds (used in) provided by investing activities (16,163) 49,528 
CASH DIVIDENDS PAID (including payments made in lieu of the issue of fractional shares for, 
and the redemption in 1986 of Class E shares issued as, stock dividends) (15) (3,090) 
(INCREASE) IN BANK AND OTHER SHORT-TERM INDEBTEDNESS i271) (7,256) 
BANK AND OTHER SHORT-TERM INDEBTEDNESS, BEGINNING OF YEAR (36,613) (29.35%) 
BANK AND OTHER SHORTTERM INDEBTEDNESS, END OF YEAR $ (48,784) (36,613) 
*NET DECREASE (INCREASE) IN OPERATING WORKING CAPITAL ITEMS COMPRISE: 
Cash $ (668) (304) 
Marketable securities (3,703) 5 
Accounts receivable 8,662 (11,768) 
Merchandise inventories Selo (11,933) 
Prepaid expenses (676) (190) 
Accounts payable and accrued liabilities (2,898) 7,639 
Income taxes payable a (1,198) 
$ 3,892 (17,749) 


CONSOLIDATED BALANCE SHEET 
WOODWARD’S LIMITED AND SUBSIDIARY COMPANIES 


As at January 31, January 25, 
(Thousands of Dollars) 1987 1986 
ASSETS 
CURRENT ASSETS: 
Cash $ 4,378 $ 3,710 
Marketable securities — at cost (market value: 1987 — $10,301; 1986 — $9,435) 5, 142 1,439 
Accounts receivable 97,700 106,362 
Merchandise inventories 176,274 179,449 
Prepaid expenses 3,296 2,620 
Total current assets 286, 790 293,980 
OTHER INVESTMENTS — at cost 3,048 2,145 
FIXTURES, EQUIPMENT AND LEASEHOLD IMPROVEMENTS — at cost 188,355 177,844 
Less accumulated depreciation and amortization 110,672 99,473 
Net fixtures, equipment and leasehold improvements 77,683 LOovonal 
FIXTURES AND EQUIPMENT UNDER CAPITAL LEASES — at cost 14,267 14,267 
Less accumulated amortization 0,124 3,697 
Net fixtures and equipment under capital leases 9,143 « 10,570 
DEFERRED INCOME TAXES 14,418 2,480 
OTHER ASSETS 4,684 2,439 
TOTAL $ 395,766 $ 389,581 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have examined the consolidated balance sheet of Woodward’s Limited as at January 31, 1987 and the consolidated statements of 
earnings, retained earnings and changes in financial position for the fiscal year then ended. Our examination was made in accordance with 
generally accepted auditing standards, and accordingly included such tests and other procedures as we considered necessary in the 
circumstances. 

In our opinion, these consolidated financial statements present fairly the financial position of the Company as at January 31, 1987 and the 
results of its operations and the changes in its financial position for the fiscal year then ended in accordance with generally accepted 
accounting principles applied, except for the change in the method of accounting for pension costs as explained in Note 2 to the consolidated 


financial statements, on a basis consistent with that of the preceding fiscal year. 


Vancouver, British Columbia DELOITTE HASKINS & SELLS 
April 15, 1987 Chartered Accountants 


As at 5 : January 31, January 25, 
(Thousands of Dollars) 1987 1986 


CURRENT LIABILITIES: 


Bank and other short-term indebtedness (NOTE 3) / $ 48,784 $ 36,613 
Accounts payable and accrued liabilities : 74,128 77,026 
Current portion of long-term debt and capital lease obligations ; 28,795 21Gb so00 
Total current liabilities : 151,707 115,005 
LONG-TERM DEBT (NOTE 4) : 79,882 101,207 
"CAPITAL LEASE OBLIGATIONS (NOTE 5) 9,345 10,484 

_ DEFERRED GAINS ON SALE OF CERTAIN PROPERTIES (NOTE 1(f)) dia 11,017 11,835 
OTHER DEFERRED CREDITS 2,591 2,614 
254,542 241,145 


_ SHAREHOLDERS’ EQUITY: 


_ Share capital (NOTE 6(c)) = 20,651 14,494. 
Contributed surplus. 1,270 1,270 
Retained earnings. (cs 119,303 132,672 

Total shareholders’ equity i | 141,224 148,436 
TOTAL $ 395,766 $ 389,581 
oved by the Board: 


C.N.W. Woodward, Director 


M. Gandossi, Director 
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NOTE 1. 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


JANUARY 31, 1987 
WOODWARD?’S LIMITED AND SUBSIDIARY COMPANIES 


SIGNIFICANT ACCOUNTING POLICIES: 


These consolidated financial statements have been prepared in 
accordance with accounting principles generally accepted in 


Canada, and reflect the following policies: 


(a) Basis of Consolidation: The consolidated financial 
statements include the accounts of the Company and all of its 
active subsidiaries (collectively referred to as “Woodward’s”) 


as follows: 


Woodward Stores Limited 

Woodward Acceptance Company Limited 
Abercrombie & Fitch Co. (Canada) Inc. 
Locarno Investments Limited 

Thirty-one Purchasing Service Limited 
Deli Farm Food Processors Limited 
Woodward Stores (London) Limited 


The Company’s other subsidiaries are inactive and have only 


nominal assets and liabilities. 


(b) Accounts Receivable: In accordance with recognized 
industry practice, accounts receivable include certain 
instalment accounts of which a portion will not become due 


within one year. 


(c) Merchandise Inventories: The basis of valuation of 
merchandise inventories, at the lower of cost and net realizable 
value, is determined principally by use of the retail method of 


accounting generally used within the industry. 


(d) Lease Obligations: Leases transferring substantially all of 
the benefits and risks incident to ownership of fixtures and 
equipment (“capital leases”) are accounted for as the 
acquisition of assets financed by long-term liabilities. All other 
leases are accounted for as “operating leases” whereby rentals 


are charged against earnings. 


(e) Depreciation and Amortization: Woodward’s provides for 
depreciation of fixtures and equipment and amortization of 
leasehold improvements, including those held under capital 
leases, principally on the straight-line basis at rates sufficient 
to write off the cost of the various classes over their estimated 
useful lives or lease terms. The annual depreciation rates are 


10% to 20% of the cost of fixtures and equipment. 


NOTE 2. 


(f) Deferred Gains on Sale of Certain Properties: The gains on 
sale and leaseback of certain properties have been deferred 
and are being amortized to earnings as an adjustment of rent 


expense over the terms of the leases. 


(g) Pension Costs: Pension costs are charged to earnings as they 
accrue. In determining pension expense, the initial net 
pension surplus or deficiency for each pension plan that arose 
when this accounting policy was first implemented in the 
current fiscal year, adjustments arising from changes in 
actuarial assumptions, and experience gains and losses are 
amortized on a straight-line basis over the expected average 
remaining service life of the respective employee groups 
which, in the aggregate, are estimated to be 15 years. The 
assets of Woodward’s pension plans are valued at market 


related values. 


(h) Store Pre-opening Expenses: These expenses are charged 


against earnings as incurred. 


(i) Fiscal Year End: The fiscal year end of Woodward’s is the 
last Saturday in January of each year. Consequently, the 
current fiscal year is a fifty-three week period as compared to 


fifty-two weeks in the prior fiscal year. 


ACCOUNTING CHANGE: 


Effective as of the beginning of the current fiscal year, 
Woodward’s changed its method of accounting for pension costs 
to conform to the new accounting recommendations issued by 
the Canadian Institute of Chartered Accountants during 1986. 
These costs are now charged to earnings as they accrue 
whereas previously, these costs were charged to earnings as 


funding payments were made. 


This change has been applied prospectively, with the result 


that the net loss for the current fiscal year was decreased by 
$1,096,000 ($.07 per share). 


ay 


‘NOTE 3. 


NOTE 4. 


BANK INDEBTEDNESS: 


Woodward’s net bank indebtedness, amounting to 
$48,784,000 at January 31, 1987, and the letter of credit 
discussed in Note 4 are secured by, among other things, 

an assignment of accounts receivable and merchandise 
inventories, a pledge of the cash collateral account discussed 
below and, subject to the prior charges of the outstanding 
Debentures, fixed and specific charges on fixtures, equipment 
and leasehold interests and a floating charge on all other assets 
of Woodward’s. Woodward’s agreement with its banker also 
provides that the Company will not, without prior consent, 


declare or pay cash dividends in excess of $9,000,000 in the 


LONG-TERM DEBT: 


1988 fiscal year and, in any fiscal year thereafter, one-half of 
the average of the consolidated net earnings (exclusive of 
non-cash extraordinary items and the share of net earnings of 


other companies) for the previous two fiscal years. 


At January 31, 1987 the Company had $35,070,000 

(which includes the proceeds from the issue of Convertible 
Subordinated Notes) on deposit in a cash collateral account 
with its banker. As the funds in the cash collateral account 
have in turn been invested in Banker’s Acceptances issued by 
Woodward’s, this account has been netted against bank 


indebtedness for balance sheet purposes. 


January 31, January 25, 
(Thousands of Dollars) Maturity 1987 1986 
Woodward’s Limited: 
9%4% Sinking Fund Debentures 
1973 Series with annual sinking fund requirements on July 15 
of $700 in each of the years 1987 and 1988, and $800 
in each of the years 1989 to 1992 inclusive July 15, 1993 $ 8,519 $ 8,731 
11%4% Sinking Fund Debentures 
1974 Series with annual sinking fund requirements on October 15 
of $1,000 in each of the years 1987 to 1993 inclusive October 15, 1994. 11,944. 11,944. 
11%% Sinking Fund Debentures | 
1976 Series with annual sinking fund requirements on June 15 
of $1,000 in each of the years 1987 to 1995 inclusive June 15, 1996 14,400 14,752 
10%%% Sinking Fund Debentures 
1977 Series with annual sinking fund requirements on August 1 ~ 
of $800 in 1987 and $1,000 in each 
of the years 1988 to 1996 inclusive August 1, 1997 15,914 16,132 
17%% Debentures 1982 Series due and repaid on maturity April 1, 1987 25,000 25,000 
9% Convertible Subordinated Notes, repayable as 
described hereunder September 30, 2000 25,000 25,000 
Woodward Stores Limited: 
Term loan on store fixtures payable in quarterly 
instalments of $173 plus interest at 10.95% July 30, 1996 6,762 — 
107,539 101,559 
Less current portion included in current liabilities 27,657 302 
$ 79,882 


$101,207 
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WOODWARD’S LIMITED AND SUBSIDIARY COMPANIES 


All Debentures of the Company rank equally and are secured 
equally and rateably, except for sinking funds pertaining to the 
respective issues, by floating charges upon the undertakings 
and all property and assets, present and future, of the Company 
and certain designated subsidiaries. The Company has also 
provided additional security to the Trustee in the form of a bank 
letter of credit in the amount of $82,947,000 to cover outstand- 
ing principal, any applicable redemption premium and accrued 
interest on all of the outstanding Debentures. This letter of 
credit is subject to replacement with new letters of credit of 
lesser amounts as a result of future reductions in the principal 


amounts of the outstanding Debentures. 


The Trust Indenture and supplements thereto, pursuant to 
which the outstanding Debentures of the Company have been 
issued, contain a restrictive covenant concerning the payment 
of cash dividends. At January 31, 1987, the consolidated 
retained earnings free of restrictions were approximately 


$16,000,000. 


In order to provide the Company with an assured source of 
funds to repay the outstanding Debentures 1982 Series at 
maturity, the Company issued during the previous fiscal year 
the unsecured Convertible Subordinated Notes (the “Notes”). 
The Notes are convertible at the option of the holder at any time 
prior to September 30, 1992 into Class A shares of the 
Company at a price of $6. 125 per share. The Notes are also 
redeemable at the option of the Company at their principal 
amount at any time between October 1, 1988 and September 
30, 1992 if the Company’s Class A shares trade, during 20 
consecutive trading days within that period, at a weighted 
average price not less than 125% of the conversion price, and 
thereafter are redeemable at their principal amount plus a 
premium which decreases annually. Sinking fund payments are 
required on or before September 30 in each of the years 1993 to 
1999 inclusive at an amount sufficient to retire in each of those 


years 5% of the principal amount of the Notes outstanding on 


September 30, 1992. 


Maturities of long-term debt and sinking fund requirements 
during the next five fiscal years (net of Debentures purchased 
in advance of such requirements of $1,623,000 at January 31, 


1987) are as follows: 


(Thousands of Dollars) 


1988 $27,657 
1989 4,308 
1990 4,494, 
1991 4,494. 
1992 4,494. 


NOTE 5. 


NOTE 6. 


CAPITAL LEASE OBLIGATIONS: 


The future minimum lease payments under capital leases are as 


follows: 
January 31, January 25, 
(Thonsondsof Dollars) 1987 1986 
Fiscal years ending in: 
1987 ee $ 2,444 
1988 2,444 2,444 
1989 2,444 2,444 
1990 2,788 2,788 
199] 1,612 1,612 
1992 1olZ 1,612 
Thereafter to 1996 5,912 5,947 


Total future minimum 
lease payments 16,812 19,256 
Less amount representing imputed 


interest averaging 11.6% at 


January 31, 1987 6,329 7,708 
Present value of future 

minimum lease payments 10,483 11,498 
Less current portion included 

in current liabilities 1,138 1,014 


$ 9,345 $10,484. 


SHARE CAPITAL: 


(a) The authorized share capital at January 31, 1987 and the 
principal attributes of the various classes of shares, which are 


all without par value, were as follows: 


(i) 30,000,000 Class A shares and 30,000,000 Class 
B shares which are voting, are exchangeable for one another at 
the option of the holder on a share-for-share basis and are 
identical in all other respects except that dividends on the 
Class B shares may be paid by way of stock dividends in the 
form of fully-paid Class E shares. 


(ii) 30,000,000 Class C shares which are voting and 
are exchangeable into Class A shares or Class B shares ona 
share-for-share basis. The Class C shares have the same 
dividend rights as the Class B shares and are identical in all 


other respects with the Class A shares and Class B shares. 


a a oa 
eas AP Pes 


(111) 3,000,000 Class E shares which are non-voting, 
are not entitled to dividends and are redeemable at the amount 


paid-up thereon. 


(iv) 20,000,000 Class F shares issuable in one or more 
series, with the number of shares and rights of each series to be 
authorized by the Board of Directors of the Company before the 
issue thereof. The Class F shares are non-voting except to the 
extent that such right is attached by the Board of Directors of 


the Company to a particular series. 


(v) 10,000,000 preferred shares issuable in one or 
more series, with the number of shares and rights of each series 
to be authorized by the Board of Directors of the Company 
before the issue thereof. 


(b) The issued share capital at January 31, 1987 was as 


follows: 
Number of Shares 

~ January 31, January 25, 
1987 1986 
Class A shares 12,969,384 12,033,728 
Class B shares 1,116,020 1,142,801 
Class C shares 2,684, 184, 2,684,584 
16,769,588 15,861,113 


(c) Changes in the issued Class A shares, Class B shares and 


Class C shares since January 25, 1986 were as follows: 


Number of 

(Thousands of Dollars) Shares Amount 
Balance at January 25, 1986 15,861,113 $ 14,494 
Class A shares issued as 

stock dividends 776,050 5,613 
Class A shares issued on exercise 

of employee stock options 132,425 544 
Balance at January 31, 1987 16,769,588 $ 20,651 


In addition to the foregoing, an aggregate of 27,181 Class A 
shares were issued in exchange for 26,781 Class B shares and 


400 Class C shares. 


NOTE 7. 


NOTE 8. 


(d) At January 31, 1987 there were options outstanding to 


employees for the purchase of an aggregate of 946,775 Class A 


shares (including options for 473,000 shares to officers of the 


Company) as follows: 


Number of Exercise Price 

Shares per Share Expiry Date 
170,475 $4.01 February 20, 1989 
776,300 $6.075 or $6.75 March 20, 1991 


(e) Sufficient unissued Class A shares and Class B shares are 


reserved for the rights of exchange between the various classes f 


of shares, the conversion rights attached to the Convertible 


Subordinated Notes, the outstanding employee stock options 
and the balance of 102,193 Class A shares for which additional 
options may be granted pursuant to the Key Employee Stock 


Option Incentive Plan. 


NET INTEREST EXPENSE: 


Woodward’s net interest expense comprises the following: 


Fiscal Year Ended 
January 31, January 25, 
(Thousands of Dollars) 1987 1986 
Interest expense: 
Long-term debt and capital 
lease obligations $13,799 $11,679 
Other 8,267 2,933 
22,066 14,612 
Less interest income 
(including $2,345 from 
Woodward Realty Limited 
in 1986) 3,130 3,138 
Net interest expense $18,936 $11,474 


INCOME TAXES: 


Woodward’s provision for recovery of income taxes on the 


operating loss from merchandising operations does not reflect 


its statutory basic income tax rates for the following reasons: 


Fiscal Year Ended 


January 31, 
1987 


January 25, 
1986 


Statutory basic income 
tax rates 50.0% 


Changes resulting from: 


Corporate surtax I 
Inventory allowance We2 
Non-taxable incomes 9.1 
Other 2.9 
Effective income tax rates 64.9% 


90.1% 


1.0 
208.7 
28.0 
lie 


305.0% 
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NOTE 9. 


NOTE 10. 


NOTE 11. 


WOODWARD’S LIMITED AND SUBSIDIARY COMPANIES 


DISCONTINUED OPERATIONS: 


The Company’s share of the earnings before extraordinary 
items of its previous wholly-owned subsidiary, Woodward 
Realty Limited, for the period up to the date of disposal of the 
Company’s investment therein during the previous fiscal year 
has been reported in the consolidated statement of earnings as 


earnings from discontinued operations. 


EXTRAORDINARY ITEMS: 


Extraordinary items in the current fiscal year comprise losses 
on equipment, net of income taxes thereon of $1,078,000. In 
the previous fiscal year, extraordinary items comprised the 
Company’s share of Woodward Realty Limited’s gains on sales 
of properties, fixtures and equipment, net of income taxes 
thereon of $1,478,000, for the period up to the date of disposal 


of the Company’s investment therein. 


NET (LOSS) EARNINGS PER SHARE: 


The basic net (loss) earnings per share has been calculated 
using the weighted average aggregate number of Class A 
shares, Class B shares and Class C shares outstanding during 


each fiscal year after giving retroactive effect to stock 


dividends. 


The fully diluted net (loss) earnings per share has been 
calculated using the weighted average aggregate number of 
Class A shares, Class B shares and Class C shares which would 
have been outstanding assuming that the Convertible 
Subordinated Notes were converted into Class A shares and the 
employee stock options were exercised on the dates when the 
Notes were issued and the options were granted, respectively. 
For purposes of this calculation, the (loss) earnings from 
merchandising operations before extraordinary items has been 
adjusted for the after-tax effect of interest expense on the Notes 
and an after-tax return of 4% (1986 — 5%) on additional funds 
assumed to have been received on exercise of the options. The 
fully diluted net (loss) earnings per share for the current and 


previous fiscal years were as follows: 


NOTE 12. 


NOTE 13. 


NOTE 14. 


Fiscal Year Ended 
January 31, January 25, 
(Dollars) 1987 1986 
(Loss) earnings from 
merchandising operations before 
extraordinary items $ (.40) $ 15 
Earnings from discontinued 
operations before 
extraordinary items = als) 
(.40) 30 
Extraordinary items (.06) BPA: 
Net (loss) earnings $ (.46) $ .52 


RELATED PARTY TRANSACTIONS: 


Woodward’s has transactions with related parties in the 
ordinary course of business. Such transactions, to the extent 
not disclosed elsewhere, are not significant to these 


consolidated financial statements. 


BUSINESS SEGMENT? 


Woodward’s operates primarily in one business segment, the 
retail merchandising industry, as substantially all of its 


revenues and earnings are derived from that industry. 


PENSION PLANS: 


Woodward’s has defined benefit pension plans which cover all 
regular full-time and part-time employees. These plans are all 
non-contributory and provide pensions based on length of 
service and final average years’ earnings (as defined). The net 
pension recoveries included in earnings were $837,000 in the 
current fiscal year and $1,291,000 in the previous fiscal year. 
The net recoveries in the current fiscal year result from the 
amortization of the initial net pension surplus existing as at 
January 25, 1986, whereas the net recoveries in the previous 
fiscal year result from an actual cash recovery of a portion of 


the net pension surplus. 


Based on an actuarial valuation made as of December 31, 
1986, the accrued pension obligations aggregated 
approximately $100,486,000 and the net assets of the plans 
aggregated approximately $120,274,000. 


Other assets include $2,836,000 of deferred pension charges, 
and other deferred credits include $643,000 of accrued 


pension costs, with respect to these pension plans. 


NOTE 15. 


NOTE 16. 


COMMITMENTS: 


(a) The Company has agreed to sell twenty-three of its Food 
Floors to Canada Safeway Limited for a purchase price 
expected to be between $50,000,000 to $55,000,000, 
depending on adjustments for inventory levels at the time of 
closing. The transaction is subject to government approvals 


which are being sought. 


(b) The aggregate minimum future annual rentals (exclusive of 
renewal periods, and property taxes and other expenses 
payable directly by Woodward’s) under long-term operating 


leases for premises are as follows: 


(Thousands of Dollars) 

Fiscal years ending in: 
1988 30,270 
1989 35,566 
1990 35,516 
199] x 36, 136 
1992 36,087 
Thereafter to 2016 642,156 


$820,731 


The aggregate amount of rentals under these leases, some of 
which contain a percentage-of-sales clause, charged against 
the operating loss from merchandising operations was 


$36,305,000 during the current fiscal year and $33,639,000 


during the previous fiscal year. 


COMPARATIVE FIGURES: 


Certain of the comparative figures have been reclassified to 


conform to the presentation in the current fiscal year. 


MANAGEMENT REPORT 


The consolidated financial statements of the Company and its 
subsidiaries, the notes thereto and all other financial informa- 
tion which accompanies this report, have been prepared by 
management of the Company in accordance with generally 
accepted accounting principles and, except for the change in 
the method of accounting for pension costs as explained in 
Note 2 to the consolidated financial statements, on a basis 
consistent with the previous year. The consolidated financial 
statements have been examined by the Company’s auditors, 
Deloitte Haskins & Sells, and their report offers an unqualified 
independent opinion to shareholders on the Company’s 


financial position and operating results for the year. 


The Board of Directors has approved the report to the 
shareholders and these consolidated financial statements after 
a comprehensive review and subsequent recommendation by 
the Board’s Audit Committee. This Committee, which consists 
entirely of Directors who are not employees, meets quarterly 
with Company management, and periodically with the internal 
auditors and the Company’s external auditors to review 
accounting and auditing procedures and other relevant 


financial matters. 


The system of internal control established by the Company, 
and the functions performed by the internal auditors provide 
management with reasonable assurance that the assets of the 
Company are safeguarded and that proper financial records are 


maintained. 
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COMPARATIVE HIGHLIGHTS (1) 
WOODWARD’S LIMITED AND SUBSIDIARY COMPANIES 


Fiscal Years Ended January 31, January 25, January 26, January 28, January 29, 
(Thousands of Dollars Except Per Share Data) 1987(3) 1986 1985 1984 1983 
Sales Including Service Charges $1,126,206 $1,106,547 $1,078,604 $1,103,876 $1,087,926 
Selling, General and Administrative Expenses 243,304 241,540 238,036 243,686 237,006 
Provision for Depreciation and Amortization Charged 
to Operations TS,ol4 13,612 PARA 12,156 10,948 
Net Interest Expense 18,936 11,474 8,961 10,870 12 abeys) 
Profit Sharing and Retirement Funds DOES 2,407 5,019 95, 144 10,639 
Recovery of Income Taxes 12,468 3,700 6, 794. 3,904 2,563 
(Loss) Earnings from Merchandising Operations (6,733) 2,487 (1,169) 932 4,993 
Earnings from Discontinued Operations (1) — TRESS: *3,947 3,904 *3,443 
Net (Loss) Earnings *(6, 733) SAU) TES} 4,836 *8,436 
(*Excluding Extraordinary Items) 
Basic Net (Loss) Earnings per Share $ *(.40) $ Se PA ce) gon Wee 30) § * OL 
(*Excluding Extraordinary Items) (2) 
Regular Dividends per Share 30 .40 .00 .60 09 
Working Capital $ 135,083 $ 178,575 §$ 162,511 $ 156,405 $ 166,462 
(Current Assets less Current Liabilities) 
Ratio of Current Assets to Current Liabilities 1.89 Po 5) Deoe 2.29 2.89 
Net Fixtures, Equipment and Leasehold Improvements $ 77,683. —$ 78,3871 $3 77,245. Bs 76,904 a laos 
Net Fixtures and Equipment Under Capital Leases 9,143 10,570 . 7,878 8,450 9,020 
Total Assets 395,766 389,581 425,077 416,505 390,769 
Long-Term Debt 79,882 101,207 79,170 82,809 89,493 
Capital Lease Obligations 9,345 10,484 Se218 8,742 9,224, 
Shareholders’ Equity $ 141,224 $ 148,436 $ 219,526 $ 194;623 $ 192,744 
Equity of Each Class A, B and C Share (2) 8.42 8.92 13.40 11.88 11.76 
Return on Average Shareholders’ Equity Jo (4.65) % 2.87 % 1.34 -% 2.50 % ~ 4.41 


(1) The 1985 and prior fiscal years have been restated to present the investment in Woodward Realty Limited on the equity rather than the consolidated basis. 


The share of earnings of Woodward Realty Limited is reported as earnings from discontinued operations. 


(2) The per share figures for 1986 and prior fiscal years have been restated to reflect stock dividends paid during the 1987 fiscal year. 


(3) Fifty-three week period. 


CORPORATE INFORMATION 


‘DIRECTORS 


Charles Namby Wynn Woodward} + 
Rose Bancroft 

Joseph Lorne Braithwaite 

William George Brown 

Charles Reginald Clarridge** 
Marco Gandossi, C. A. + 

William Douglas Haig Gardiner? 
James Norman Hyland*+ 


Executive Officer 


Frank Allan Robertson 
President and Chief Operating Officer 


William John Douglas Woodward 


Executive Vice President 


Marco Gandossi, C. A. 
Executive Vice President, Finance 
and Secretary 


William George Brown 
Senior Vice President, 
Distribution 


Philip Charles McComb 
Senior Vice President, Alberta 
Operations 


*Christopher Charles Woodward 


Senior Vice President, 
Merchandising 


George Richard Bailey 
Vice President, Marketing 


George James Clark 
Vice President, Food Operations 


Patricia Ann Fisher 
Vice President, Information Services 


*Richard Michael Freeman 


Vice President, Stores 


*James Duncan Gilbert 


Vice President, Fashions 


John Alvin Hopkins 
Vice President, Planning 
and Buildings 


James Robert Jones 
Vice President, Real Estate and 
Development 


Thomas Nicholas Sebal 


Vice President, Human Resources 


*Denis Luciano Zuccato 


Vice President, Home Fashions 


and Hardgoods 
Larry William Seniowski, C.A. 


Controller 


Gregory John Duncan McKinstry 


Treasurer and Assistant Secretary 


*Effective February 1, 1987 


REGISTRAR 


Woodward’s Limited, Vancouver, 


British Columbia. 


HEAD OFFICE 


101 West Hastings Street, Vancouver, 
British Columbia. 


TRANSFER AGENTS 


Vancouver, British Columbia. 


WOODWARD STORES IN BRITISH 
COLUMBIA AND ALBERTA 


1892 
Downtown Store, 
Vancouver, B.C. 


1948 
Port Alberni Store, 
Port Alberni, B.C. 


1950 
Park Royal Centre, 
West Vancouver, B.C. 


1954. 
New Westminster Store, 
New Westminster, B.C. 


1955 
Westmount Centre, 
Edmonton, Alberta 


1959 
Oakridge Centre, 


Vancouver, B.C. 


1960 
Chinook Centre, 
Calgary, Alberta 


1963 
Mayfair Centre, 
Victoria, B.C. 


1965 
Northwood Mall, 
Edmonton, Alberta 


1966 
Guildford Centre, 
Surrey, B.C. 


1966 
Parkwood Centre, 
Prince George, B.C. 


1970 


Philip Charles McComb Woddwand Limited: vancouver Southgate Centre, 
Frances Ruth Olson Be cetohamnbia. Edmonton, Alberta 
Frank Allan Robertsont Montreal Trust Company, 1971 
Margaret Elizabeth Southern Toronto, Ontario; Montreal, Quebec; Market Mall Centre, 
John Martin Tennant} * Edmonton, Alberta. Calgary, Alberta 
Robert Arthur Whitet* 1974 
William John Douglas Woodwardt AUDITORS Edmonton Centre, 
Member of Executive Commitee Deloitte Haskins & Sells, Chartered poston betta 
*Member of Audit Oe ; Accountants, Vancouver, British 1974. 
ad see See Columbia. Meanie Village, 
tMember of Compensation Committee Vancouver: B.C 
ANNUAL GENERAL MEETING 1975 
OFFICERS AND EXECUTIVE MANAGEMENT Lethbridee Centre 
11:00 a.m. Tuesday, June 2, 1987, ea | yeas 
Charles Namby Wynn Woodward Oakridge Auditorium, Oakridge Centre, Be 
Chairman of the Board and Chief Alst & Cambie. 1975 


Sevenoaks Centre, 


Clearbrook, B.C. 
1975 


Cherry Lane Centre, 
Penticton, B.C. 


1977 
Lansdowne Park, 


Richmond, B.C. 
1979 


Coquitlam Centre, 
Coquitlam, B.C. 


1981 
Bower Place, 


Red Deer, Alberta 


1981 
Aberdeen Mall, 
Kamloops, B.C. 


1981 
Sunridge Mall, 
Calgary, Alberta 


1981 
Woodgrove Mall, 
Nanaimo, B.C. 


1985 
West Edmonton Mall, 
Edmonton, Alberta 


1986 
Metrotown Centre, 


Burnaby, B.C. 


WOODWARD’S LIMITED 


101 West Hastings Street 
Vancouver, British Columbia 


